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Karl Marx and the Close of His System : A Criticism. By 
Eugen v. Bohm-Bawerk, Austrian Minister of Finance, and 
Honorary Professor of Political Economy in the University of 
Vienna. Translated by Alice M. Macdonald, with a preface by 
James Bonar, M.A., LL.D. New York, The Macmillan Co., 1898. 
— 221 pp. 

It would be difficult to estimate this work too highly. It is a model 
of acute thought and lucid statement. After showing that the chief 
thesis in the first part of Karl Marx's Capital is surrendered — and, 
indeed, refuted — in the third part, it makes an independent study 
of certain test passages in the earlier volume and exposes their 
weaknesses. It ends by a criticism of Dr. Werner Sombart's apology 
for Marx's economic system, and shows the difficulty of taking a 
middle position in reference to the essential parts of Marx's teaching. 

Central in the theory of Marx is the claim that exchange value 
identifies itself with labor. This means that goods tend to exchange 
for each other in ratios that are fixed by the amounts of labor that are 
" socially necessary " for the production of them. This is not a mere 
formula of thought, under which a man, if he will, may conceive of 
the thing termed value without regard to the question whether the 
actual rates that prevail in the market will accord with the conception 
or not. Reality is, on the contrary, of the essence of Marx's theory. 
It claims that commerce respects the labor law of value, and that 
the prices of goods in the shops actually express, in the main, the 
amounts of labor that are " congealed " in the several articles. A 
thing is worth the labor it has cost, not merely in a subtle and sci- 
entific sense, but in fact : it will buy another article that embodies 
the same amount of labor. 

Marx has, indeed, noted in his first volume that the varying 
amounts of capital that cooperate with labor in the making of differ- 
ent goods have an influence on values. Thus, if one unit of labor 
is combined with ten units of capital in the making of the article A, 
while one unit of labor is used in connection with only one unit of 
capital in the making of the article B, then these two things will not 
exchange for each other in the shops. Competition tends to give 
equal returns per unit to capital, in its different employments ; and 
with wages also tending toward uniformity, this fact requires that A 
should sell for more than B. Yet, as they embody the same amount 
of labor, there seems here to be inconsistency in the theory. Marx 
claimed that this contradiction was only apparent, and not real ; and 
he promised to remove the difficulty by the third part of his work. 
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The promise kept alive the faith of disciples ; but the attempt to fulfil 
it has been disastrous. It is now admitted, in the volume recently 
published, that there is no tendency on the part of the goods A and 
B to come to an equality of price. The rule of the market calls for 
different prices for these goods; and the labor theory of value is 
not the one to which the transactions of the mercantile world con- 
form. If, after this, there is anything left of the original definition 
of value, what it formulates is merely a conception of value, which 
we can use only if we are careful to remember, at every point, that 
it does not correspond with the actual purchasing power of goods. 

In Marx's formula what is paid in wages is a part of capital. One 
article comes into existence by the agency of a large outfit of tools, 
buildings, materials, etc., and entails a relatively small payment for 
labor ; while another calls for less capital of the auxiliary sort, and 
for more of the direct wages capital. If, in cases like this, all capital, 
constant and variable, is rewarded at a uniform rate, the prices of 
the different goods do not at all correspond to the labor that the 
production of them entails. If, on the other hand, the prices of the 
goods conform to the labor that they embody, the capitals are 
unequally rewarded. From this dilemma there is no escape. Value 
according to labor only and a uniform rate of gain for capital are 
irreconcilable conditions. 

Marx's reconciliation, as Professor v. Bohm-Bawerk shows, is a 
surrender. The uniform rate of gain for capital, says Marx, is what 
competition tends to give ; and values that accord with mere labor 
expended are what it does not tend to give. It does, however, give 
a total of values that agrees with the sum total of labor expended. 
It does not make A exchange for B, though each has cost a unit of 
labor; but it makes the value of the two — on the assumption that 
these are all the goods that are offered for sale — to be two units of 
labor. Nothing can exceed in clearness Professor v. Bohra-Bawerk's 
exposure of the real effect of this long-promised removal of the 
unremovable difficulty. "All articles, taken together," says Marx, 
in effect, " sell for the sum of their values ; and as some of them 
regularly sell for more than their values, others sell for less, and the 
variations cancel each other." What is this cancellation but an 
abandonment of comparisons and a dealing solely with aggregates ? 
And it is comparisons that were to be accounted for. We were to 
be told why, by " an overruling law of nature," gold sells for more 
than iron, and iron for more than cobblestones. Realism is taken 
out of the Marxian theory of value by the author's recently published 
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volume. There is nothing left of it but a concept that confessedly 
is not like the fact. 

One may, however, think of a value of an imaginary kind that 
shall consist solely in labor. It will be necessary, then, to invent 
another term for actual value in exchange. If this be done, it will be 
possible to estimate the difference between the actual purchasing 
power of an article and what, in our special nomenclature, is called 
its value. Werner Sombart's apology for Marx's theory aims to save 
this fragment from the wreck. The labor that has gone into the 
making of a thing may be measured, says Sombart, and the quantity 
of it may be thought of as constituting, in some philosophical sense, 
the value of the article. One would, of course, always have to be 
on his guard against imagining that markets respect this standard ; 
but, if he were to do this, he might use the imaginary standard for 
a theoretical purpose. 

Professor v. Bohm-Bawerk shows that this involves changing Marx's 
actual meaning. It is re-interpreting his statements. Sombart is 
defending something that is unlike the theory of value which is 
undoubtedly presented in Marx's first volume. I venture to say, 
however, that if the earlier part of Marx's work were so changed as 
to conform to Sombart's interpretation, the whole work would accom- 
plish one important purpose. At bottom it is principally a dialectical 
way of conceiving and stating things, rather than a presentation of 
what is objectively true. It is a ponderous argument against interest. 
It is an attempt, by long and involved thought, to dissociate the 
product of capital from the capital, and to attach it to labor. An 
imaginary value, which the market does not respect, may fit the 
needs of such an argument. A coat that would not have come into 
existence, if it had not been for tools and materials, as well as effort, 
may still be thought of as created by empty-handed labor only. If 
we order a man to make the garment without tools or materials, we 
shall perceive the unreality of our conception of the relation of labor 
to products. The coat will not be made. When we speak of things 
as simply the products of labor, we must know that we are subli- 
mating the theory, but the theory may accomplish something in the 
sublimated state. Dr. Sombart's bit of salvage — the concept of a 
kind of value that can exist in imagination — harmonizes with the 
concept of the labor that is the sole creator of wealth, and that also 
exists only in imagination. A dialectical but not real formula for 
measuring values fits a dialectical but not real theory of the origin 
of wealth. 
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Here is the bottom of the whole matter; and a point of great 
interest in connection with Professor v. Bohm-Bawerk's independent 
criticism of the several test points in the Marxian system is whether 
he has exposed the fallacy from which all others spring. He has 
completely proved that the third part of Marx's treatise refutes much 
of the first. He has further exposed the faultiness of the argument 
by which Marx sought to prove that labor is the " common factor " 
in exchangeable goods. He has exposed the fallacy involved in 
Marx's proof that skilled labor is common labor " condensed." Has 
he shown that the parent fallacy of all is the denial of the produc- 
tivity of capital ? 

The answer to this question would require that we ascertain 
whether Professor v. Bohm-Bawerk's brilliant theory of interest 
denies or affirms the productivity of capital. Formally, it contro- 
verts all productivity theories ; and adherence to it handicaps a critic 
in stating, in a simple form, the fundamental error of the Marxian 
system. Professor v. Bohm-Bawerk's theory does not make it impos- 
sible to contend against that error; but it puts the critic under a most 
serious disadvantage. It makes it necessary to think of interest as 
a premium on present goods, as compared with future goods, and not 
as a product of capital and as coordinate with the product of labor. 
It makes it necessary to carry through the argument an elusive con- 
ception of the effect of periods of time. It makes it necessary, in 
refuting Marx's claim that labor is the only producer of wealth, to say 
what, to the superficial view, seems to mean the same thing, and 
then to prove that this statement really means the opposite of Marx's. 

I must record the opinion that Professor v. Bohm-Bawerk's remorse- 
less dissection of Marx's theory cannot fully expose the original fal- 
lacy in it. The criticism is, to be sure, incomparable so far as it 
goes, and is worth vastly more than many volumes of ordinary con- 
troversial literature ; but in claiming that capital earns its pay, Pro- 
fessor v. Bohm-Bauerk is forced to do so by an argument that begins 
by saying in effect, " In the ordinary sense of terms, capital does not 
produce." A business man would say : " With a unit of capital added 
to my equipment, I can produce more goods every day. The added 
capital creates the increment of product It earns its pay. The 
day's interest on the capital is the day's product of it." Common 
thought makes short work of Marx's fundamental fallacy. 

John B. Clark. 



